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Letter  to  the  Hill:  Military  Spending 


The  following  is  an  excerpt  from  FCNL*s  letter  to 
Representative  Martin  Olav  Sabo,  chair  of  the 
House  Budget  Committee: 

We  would  like  to  share  our  perspectives  on  parts  of 
the  President’s  FY95  budget  proposal,  and  to  urge 
the  House  Budget  Committee  to  make  certain 
improvements  in  the  plan. 

The  President’s  proposal  has  much  to  recommend 
it.  Conforming  to  the  decisions  made  in  last  fall’s 
reconciliation  bill,  the  proposed  budget  continues  to 
make  progress  toward  a  more  reasonably  balanced 
and  responsive  budget.  Through  policy -based 
spending  and  teix  choices,  the  proposal  achieves 
substantial  deficit  reduction  in  FY95  and  in  future 
years. 

However,  we  believe  that  the  President  made  the 
wrong  choice  in  deciding  not  to  seek  significant 
reductions  in  military  spending  next  year.  Presi¬ 
dent  Clinton  proposes  $263.7  billion  for  military 
budget  authority,  with  additional  funds  ($4.3 
billion)  for  foreign  military  aid.  The  military 


outlays  that  would  be  authorized  in  this  budget 
equal  90%  of  the  average  military  budget  during 
the  Cold  War  years. 

The  President’s  proposed  military  budget  exceeds 
the  combined  military  budgets  of  the  ten  next- 
biggest  military  spenders  in  the  world,  and  weighs 
in  at  15  times  the  combined  military  budgets  of  the 
potential  adversaries  identified  by  the  Joint  Chiefs 
of  Staff. 

This  level  of  military  spending  is  hurting  the 
American  people.  Our  economy  is  stumbling  to¬ 
ward  relative  stability,  but  many  people  are  left 
behind.  There  are  10  million  more  people  in  poverty 
now  than  there  were  in  1981,  when  military  spend¬ 
ing  began  its  steepest  upward  spiral.  .  .  . 

FCNL  began  its  dialogue  with  Congress  on  the 
federal  budget,  with  letters  calling  for  lower  mili¬ 
tary  spending  and  increased  investment  in  the 
needs  of  vulnerable  people.  This  newsletter  offers 
some  background  on  these  concerns. 
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The  Federal  Budget  Pie  for  FY95 


Native  Americane  .37o 

Total  Federal  Funds  (outlays)  FY95:  $1,106,609,000,000. 

This  budget  pie  offers  a  picture  of  the  relative  portions  of  the  President’s  proposed  FY95  budget  allocated  to 
various  purposes.  The  pie  represents  only  the  “federal  fund,”  which  is  spent  each  year  according  to  the 
decisions  of  Congress  and  the  President.  It  does  not  include  the  Social  Security  Trust  Fund,  or  other 
trust  funds,  for  which  the  federal  government  serves  as  manager.  When  these  off-budget  trust  funds  are 
included,  total  federal  spending  (budget  authority)  =  $1,504,701,000,000. 

For  detailed  tables,  including  methodology  notes  on  “military  share  of  interest”  and  other  calculations, 
request  G-417-BUD.  For  a  similar  “pie  chart”  representing  current  (FY94)  spending,  request  G-418-BUD. 
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Who*8  “Entitled**  to  What? 

Whenever  Congress  tries  to  get  a  handle  on  federal 
spending,  loud  moans  emanate  from  Washington 
about  “entitlement  programs.”  These  programs,  we 
hear,  eat  up  millions  of  taxpayer  dollars.  And,  we 
hear,  these  programs  go  mostly  to  the  poor. 

There’s  both  truth  and  error  in  these  rumors. 
Entitlement  programs  serve  a  broad  spectrum  of 
people.  Entitlements  are  simply  benefits  that  are 
promised  to  all  people  who  qualify  for  them.  Veter¬ 
ans,  for  example,  qualify  for  certain  home  loans, 
educational  benefits,  and  medical  care.  Congress 
has  to  anticipate  how  much  these  benefits  will  cost, 
by  estimating  how  many  people  will  qualify,  and 
factoring  in  the  current  cost  of  the  benefit. 

Many  other  benefits,  however,  are  handed  out  in 
the  form  of  reduced  tax  liability — to  everyone  who 
qualifies.  Here  also.  Congress  must  estimate  the 
number  of  people  who  will  qualify,  and  estimate 
the  amount  of  revenue  that  will  be  lost  due  to  each 
such  exemption,  deduction  or  credit. 

Here  are  a  few  examples  of  the  two  kinds  of  entitle¬ 
ments — direct  payments  and  tax  benefits — and 
their  estimated  cost  for  FY95. 


Social  Security 

$ 

$330,529 

Medicare 

« 

$ 

$176,282 

Medicaid 

$ 

$  96,373 

Employer-paid  health  insurance  costs 
excluded  from  taxable  income 

* 

/ 

$  56,265 

Mortgage  interest  deduction  for 
owner-occupied  homes 

* 

✓ 

$  54,800 

Tax  break  on  inherited  properties 

* 

✓ 

$  38,045 

Veterans’  Benefits  and  Medical  Care 

* 

$ 

$  36,422 

Supplemental  Security  Income 

$ 

$  28,437 

Unemployment  Compensation 

* 

$ 

$  27,210 

Deduction  for  state  and  local  taxes  on 
houses  not  occupied  by  their  owners 

« 

✓ 

$  25,640 

Pood  Stamps 

$ 

$25,182 

Aid  to  Families  with  Dependent  Children 

$ 

$  16,921 

Agricultural  Subsidies 

$ 

$  8,600 

School  Lunch  and  Breakfast  Programs 

$ 

$  7,687 

Preferential  Treatment  (lower  taxes)  for 
Capital  Gains 

✓ 

$  6,920 

Earned  Income  Tax  Credit 

✓ 

$  5,100* 

Program  or  Benefit  $  =  direct  payment,  /  =  tax  benefit 

(in  millions)  *  =  not  primarily  for  low  income  people 

*  Direct  outlay  cost  (for  refundable  credit)  is  $15,800  million. 

Budget  Terms  Defined 

Appropriation.  Act  of  Congress  allowing  federal 
agencies  to  spend  or  obligate  money  from  the 
Treasury.  Follows  an  authorization,  and  may  not 
exceed  it.  Originates  in  the  House. 

Authorization.  Act  of  Congress  establishing  or 
continuing  the  legal  operation  of  a  federal  agency 
or  program,  indefinitely  or  for  a  specified  time; 
substantive  legislation,  approving  overall  goals  and 
organization  of  a  program.  A  prerequisite  to  an 
appropriation,  authorization  sets  a  ceiling  on  how 
much  budget  authority  (BA)  may  be  given. 

Budget  authority  (BA).  Authority  to  make  com¬ 
mitments  resulting  in  immediate  or  future  spend¬ 
ing  of  federal  funds.  BA  sets  the  amount  of  new 
commitments  that  can  be  made;  it  is  not  the  same 
as  actual  spending  in  a  given  year  (see  Outlays). 

Constant  dollars.  Amounts  of  money  adjusted  for 
inflation,  for  better  comparisons  over  time. 

Current  dollars.  Amounts  of  money  stated  in 
terms  of  prices  in  effect  at  the  time  money  was 
spent. 

Debt.  Total  amount  of  money  the  government  has 
borrowed  and  not  repaid. 

Deficit.  Amount  of  outlays  exceeding  revenues,  for 
one  fiscal  year  (FY). 

Entitlement.  Legislation  requiring  payment  of 
specified  benefits  to  all  persons  or  entities  that 
meet  eligibility  requirements  set  by  law.  E.g.: 
Social  Security,  veterans’  benefits.  Medicare. 
Without  changing  basic  law.  Congress  has  no 
discretion  over  how  much  money  to  appropriate. 

Outlays  (or  expenditures).  Amount  of  money 
actually  spent.  May  represent  both  current  BA  and 
unexpended  BA  from  prior  years. 

Tax  expenditures.  Losses  in  tax  revenue  result¬ 
ing  from  special  exemptions,  deductions,  credits, 
etc.;  in  effect,  how  much  the  government  spends  on 
a  program  by  giving  tax  breaks  for  it. 


JOB  OPENING:  Development  Secretary  for 
FCNL.  Full  time;  $40,000+  and  benefits.  Starts 
January  1995;  apply  to  FCNL  by  July  1, 1994. 
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Picture  This  . . . 

United  States  Military  Spending: 


Compared  to  “Threatening”  Nations  Compared  to  Other  Major  Forces  (1993) 


Annual  military  spending  by  U.S.  (FY95  budget  1993  military  budgets  of  the  U.S.  and  the  ten  next 

request)  and  “potential  adversaries”  identified  by  highest  spending  countries;  U.S.  exceeds  the  com- 

Pentagon.  bined  budgets  of  the  other  ten. 


Figures  for  other  countries  are  the  most  recent  available  Adapted  from  Council  for  a  Livable  World  Education  Fund; 

(mostly  1993).  Sources:  U.S.  Budget,  and  International  source:  International  Institute  for  Strategic  Studies. 

Institute  for  Strategic  Studies.  *China,  because  its  official  military  budget  was  only  $7.3 

billion,  does  not  appear  on  the  chart;  however,  unofficial 
estimates  put  its  1993  spending  at  $22.4  billion. 

The  Cold  War  Is  Over 

Military  Spending  Since  1989 


United  States 


Adapted  from  Campaign  for  New  Priorities. 
Sources:  for  U.S.  figures.  Office  of  Manage¬ 
ment  &  Budget;  for  Russian  figures.  Interna¬ 
tional  Institute  for  Strategic  Studies,  and 
press  accounts. 


Russia 

89  90  91  92  93 


Personnel 

28% 


Procurement 

19% 
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$4.2  Billion 


U.S.  peacekeeping 
share:  $0.2  Billion 


. . .  Military  Spending 


World  Military  Expenditures: 
$655  Billion  (in  1991) 


World  Expenditures  on  UN 
peacekeeping:  $4.2  Billion 


(Each  square  represents  $10  Billion) 
Source:  World  Military  and  Social  Expenditures  1993,  by 
Ruth  Leger  Sivard.  This  is  a  conservative  figure. 


Mihtary 
Housing  1% 


Mmtary 

Research 
Developmeiit  / 

V  14%  / 


Percentages  of  FY94  budget  authority  (estimated) 
Source:  Defense  Budget  Project 


Where  the  Defense  Dollars  Go 


The  total  amount  of  military  spending  projected  over  Clinton’s 
four-year  term  will  be  less  than  the  total  spent  by  the  Bush 
administration,  but  the  percentage  of  spending  that  was  cut  in 
the  Bush  years  was  greater. 

Source:  Arms  Control  and  Foreign  Policy  Caucus 


Clinton  and  Bush  Military  Budgets 
Compared 


Bush  cut  military  spending  by  9%; 
Clinton  will  cut  it  by  3%  (est.). 


tn  200 


O  150 
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Foreign  Aid:  New  Language,  Same  Numbers 


“This  Administration  now  faces  the  task  of  redefin¬ 
ing  our  national  security  policies  and  reshaping  our 
programs  and  institutions  to  fit  the  realities  of  the 
post  Cold  War  era.  ” 

— From  the  National  Defense  and  International 
Affairs  chapter  of  the  President’s  proposed 
FY95  budget. 

The  administration  is  indeed  attempting  to  reshape 
foreign  assistance  programs  and  institutions.  It 
has  sent  legislation  to  Congress — ^‘The  Peace, 
Prosperity  and  Democracy  Act  of  1994” — that 
would  fundamentally  reform  foreign  aid  for  the 
first  time  in  over  thirty  years.  The  budget  submit¬ 
ted  to  Congress  in  February  reflects  the  new  lan¬ 
guage  of  that  reform  bill. 

The  proposed  budget  includes  $20,861  billion  in 
budget  authority  for  international  affairs.  This 
year  the  funds  are  divided  into  six  sections,  using 
the  new  language  or  titles  of  the  foreign  aid  reform 
legislation.  The  new  accounts  and  requested  FY95 
levels,  in  billions,  include: 

$1,038  Promoting  U.S.  Prosperity  through 
Trade,  Investment  and  Employment 
2.853  Building  Democracy 
4.974  Promoting  Sustainable  Development 
6.431  Promoting  Peace 
1.626  Providing  Humanitarian  Assistance 
4.146  Advancing  Diplomacy 

Language  that  emphasizes  sustainable  develop¬ 
ment,  peace,  and  democracy  is  encouraging.  On 
the  other  hand,  new  language  can  be  confusing 
and,  without  further  scrutiny,  even  misleading. 

The  budget  numbers  no  longer  fall  into  old,  famil¬ 
iar  categories.  For  example,  the  Agency  for  Inter¬ 
national  Development  (AID)  receives  in  this  budget 
$2,233  billion,  but  the  funds  are  scattered  among 
the  second,  third,  fifth,  and  sixth  categories  listed 
above.  Bilateral  and  multilateral  assistance  are 
combined  in  some  cases.  No  details  have  been 
released  indicating  regional  allocations,  so  it  is 
impossible  to  determine  the  level  of  aid  to  Africa, 
for  example. 


The  numbers  do  tell  us  something.  Under  the 
“Building  Democracy”  section,  we  know  that  the 
administration  has  made  the  following  choices: 

$900  million — New  Independent  States  of  the 
former  Soviet  Union 

$380  million — Central  and  Eastern  Europe 
$143  million — other  countries  in  transition 

Of  greater  concern  is  the  “Promoting  Peace”  sec¬ 
tion.  Economic  support  funds,  which  were  to  have 
been  abolished  in  the  new  scheme,  have  been 
merged  with  military  assistance  and  now  appear  as 
programs  to  promote  peace.  This  category  will 
continue  the  roughly  $5  billion  commitment  to 
Israel  and  Egypt,  of  which  $3  billion  is  military 
assistance.  The  account  includes  only  $75  million 
for  “economic  development  programs  in  the  West 
Bank  and  Gaza.” 

What’s  the  bottom  line?  What  do  the  numbers  tell 
us?  It  looks  a  lot  like  new  language  for  the  same 
old  thing.  Too  much  money  is  given  to  a  few  coun¬ 
tries.  Military  assistance  is  given  where  develop¬ 
ment  assistance  is  needed.  The  entire  budget  for 
international  affairs  is  only  a  tiny  sliver  of  the 
budget  pie — not  nearly  enough  to  address,  in  the 
administration’s  words,  “the  realities  of  the  post 
Cold  War  era.” 


Giving  to  FCNL  is  easy . . . 

when  you  arrange  a  monthly  transfer  of 
funds.  Every  month  your  donation  to 
FCNL  will  be  transferred  electronically 
from  your  bank  account  to  ours. 

Call  (202-547-6000)  or  write  now  for 
Autogift  forms. 

Your  gifts  make  our  Quaker  witness 
possible. 


FCNL  Washington  Newsletter,  March  1994 


Page  7 


Old  Poverty — New  Promise(s) 


In  drawing  up  its  budget  proposal,  the  Clinton 
administration  made  some  deliberate  policy  choices 
about  where  to  invest  the  funds  available  for  low- 
income  programs,  without  substantially  increasing 
or  reducing  the  total  of  these  funds.  The  changes 
will  undoubtedly  cause  pain  in  some  situations, 
while  creating  new  opportunities  in  others. 

Income  supports:  In  the  middle  of  last  year, 
Congress  approved  a  large  increase  in  the  Earned 
Income  Tax  Credit  (EITC).  This  credit  puts  addi¬ 
tional  cash  into  the  hands  of  low-income  working 
parents.  The  outlay  for  EITC  proposed  for  FY95  is 
$15.8  billion,  a  57%  increase  over  FY94. 

At  the  same  time,  the  budget  proposes  a  62%  cut  in 
Low  Income  Energy  Assistance.  The  intention, 
according  to  budget  documents,  is  to  concentrate 
these  funds  where  most  needed. 

Food  Assistance  Programs,  including  food 
stamps  and  the  school  lunch  and  breakfast  pro¬ 
gram,  will  stay  about  even  with  ’94  funding  levels. 
But  the  WIC  program  (Special  Nutritional  Supple¬ 
ments  for  Women,  Infants  and  Children)  received  a 


Figuring  Out  Your  Taxes? 

Would  you  like  to  know  how  much  of  your  federal 
income  taxes  support  military  spending? 

27.5%  pays  for  the  Department  of  Defense,  for 
nuclear  weapons  production  in  the  De¬ 
partment  of  Energy,  and  for  military- 
related  programs  (like  Selective  Service) 
+  .4%  pays  for  foreign  military  aid 

28%  pays  for  current  military  spending 

And  here’s  what  past  wars  are  still  costing  us: 

3.3%  for  veterans’  benefits 
+  15.4%  for  the  military  portion  of  the  interest 
on  the  federal  debt 

18.7%  for  past  wars 

For  more  details,  request  document  G-406-BUD. 


substantial  increase — due,  possibly,  to  the  positive 
effects  on  the  health  of  infants  that  this  simple 
program  has  demonstrated. 

Subsidized  housing  is  another  mixed  story. 
Budget  authority  for  rental  vouchers  and  certifi¬ 
cates  was  increased  by  enough  to  pay  for  16,000 
more  units — an  increase  of  about  23%.  But  the 
authority  for  future  spending  on  public  housing, 
including  Indian  housing  and  housing  for  elderly 
and  disabled  people,  was  cut  deeply. 

Several  programs  for  homeless  people — includ¬ 
ing  shelter  grants,  supportive  housing,  rehabilita¬ 
tion  of  single-room  occupancy  buildings,  and  Shel¬ 
ter  Plus  Care — were  terminated.  They  are  replaced 
by  a  new  program  called  “Homeless  Assistance 
Grants,”  which  will  be  awarded  on  a  competitive 
basis  to  local  governments,  non-profit  groups,  and 
Indian  tribal  governments  that  can  demonstrate 
“an  effective  plan  to  comprehensively  address 
homelessness”  in  partnership  with  local  groups  and 
businesses  and  in  connection  with  mainstream 
services. 

Education  programs  for  disadvantaged  students, 
including  Pell  Grants,  Chapter  1,  and  Indian  and 
migrant  education,  would  receive  a  modest  increase 
(about  3.5%).  Head  Start  would  receive  a  21% 
increase,  as  would  the  programs  for  non-disadvan- 
taged  students. 

The  budget  proposes  a  60%  cut  in  budget  authority 
for  Indian  Health  facilities.  Congress  will 
consider  this  proposal  at  the  same  time  it  considers 
President  Clinton’s  health  care  proposal,  which 
requires  Indian  Health  facilities  to  be  upgraded  to 
meet  national  standards  as  specified  in  the  bill.  It 
is  not  clear  that  additional  funding  will  be  avail¬ 
able  to  meet  this  requirement. 

The  success  of  these  new  and  old  ideas  will  depend 
greatly  on  larger  issues,  such  as  the  health  of  the 
economy,  whether  equal  opportunity  for  job-  and 
home-seekers  is  fact  or  illusion,  and  whether  a 
universal  health  care  plan  can  reduce  the  expenses 
carried  by  working  poor  families.  It’s  too  soon  to 
say  whether  there  are  enough  dollars  proposed  for 
these  programs,  or  whether  the  dollars  are  allo¬ 
cated  in  the  best  way. 
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Taming  the  Federal  Deficit 

(without  changing  the  Constitution) 


“The  federal  government  should  seek  to  assure  an 
effective,  stable,  and  equitable  economic  environ¬ 
ment  while  promoting  full  employment.” 

— FCNL  Statement  of  Policy,  1987 

Congress  is  finally  facing  a  challenge  it  has  been 
avoiding.  Deficit  spending  has  added  far  too  much 
to  the  national  debt;  interest  payments  on  the  debt 
are  becoming  one  of  the  biggest  “slices”  in  the 
budget  (see  page  2). 

Last  year,  Congress  took  steps  to  reduce  the  imbal¬ 
ance  in  the  federal  budget  substantially  over  the 
next  five  years.  To  accomplish  this,  Congress 
raised  some  taxes  (90%  of  which  affect  high-income 
corporations  and  households)  and  cut  spending. 
Further  steps  need  to  be  taken,  including: 

4^  Further  cuts  in  military  spending.  The 
U.S.  arsenal  is  still  equipped  at  Cold  War  levels. 

All  the  world’s  threats  don’t  add  up  to  the  level  of 
resources  we  are  wasting  on  military  spending  (see 
pages  4  and  5). 

4  Comprehensive  health  care  reform.  Health 
care  costs  are  the  fastest  rising  expense  in  the 
budget.  Adopting  a  health  care  system  that  covers 
everyone  living  in  this  country  and  controls  costs 
will  require  an  initial  outlay,  but  will  save  im¬ 
mense  expenses  in  the  long  run. 

4  Equitable  tax  policies.  The  President’s 
budget  lists  86  major  “tax  expenditures.”  These  are 
tax  exclusions,  exemptions,  deductions  and  credits 


that  distribute  benefits  through  the  tax  code  to 
people  who  qualify  for  them.  Some  of  these  tax 
expenditures  support  solid  government  priorities, 
like  promoting  home  ownership  or  allowing  senior 
citizens  to  keep  a  higher  proportion  of  their  income. 
Others  may  or  may  not  serve  the  nation’s  interests. 
Unlike  direct  spending  programs,  however,  tax 
expenditures  are  not  routinely  reviewed  in  the 
budget  process. 

4  Public  investment  in  the  economy.  The 
U.S.  economy  is  often  shaken  by  the  shock  waves  of 
worldwide  changes  in  technology  and  trading 
patterns.  The  U.S.  government  can  and  should 
take  an  active  role  in  helping  individuals,  compa¬ 
nies,  and  communities  to  adjust  to  these  changes. 
The  Departments  of  Commerce  and  Labor  should 
gather  and  focus  expertise  on  the  changing  market¬ 
place,  and  make  available  technical  assistance  to 
workers  and  employers  who  struggle  to  keep  up. 

These  measures  will  contribute  to  a  stable  economy 
that  will  be  productive  and  able  to  contribute  the 
revenues  needed  to  meet  the  nation’s  needs.  Some 
of  these  measures  involve  spending  cuts;  some 
involve  public  investment,  spending,  and  taxes. 
Most  of  the  necessary  steps,  however,  would  be 
hampered  or  prohibited  by  the  “formula”  responses, 
“across-the-board”  cuts,  and  other  broad-scale 
proposals  that  have  been  before  Congress  in  recent 
weeks.  Congress  should  be  encouraged  to  make 
rational,  policy-based  choices  about  federal  rev¬ 
enues  and  federal  spending. 


